Human capital is a complex term that eschews a simple definition and measurement and is a concept that has been investigated from a variety of perspectives by social scientists. The importance of human capital to economic well-being cannot be overemphasized. Human capital is a collection of resources, it comprises of all the knowledge, talents, skills, abilities, experience, intelligence, judgment, and wisdom possessed individually and collectively by individuals. These resources are the total capacity of the people which represents a form of wealth which can be directed to accomplish the goals of the nation or state.\[[@ref1]\]

India has developed as one of the most challenging and emerging economies in the world. Besides becoming a global hub of outsourcing, Indian corporate investment is supposed to grow by the year 2020 and it is to be expected to add about 250 million to its labor pool at the rate of about 18 million a year, which is more than the entire labor force of Germany. Human resource and its concepts have got Philip because of increased demand of investment in this area. This can very easily be accounted as the so-called "demographic dividend" and reason of enhancement of human resource practices in India.\[[@ref2][@ref3]\]

The use of the term "human capital" in the modern neoclassical economic literature dates back to Jacob Mincer\'s article, "Investment in Human Capital and Personal Income Distribution" in the *Journal of Political Economy* in 1958.\[[@ref4]\] Becker and Chiswick\[[@ref5]\] also emphasized on human capital as similar to "physical means of production," for example, factories and machines. It can be described as substitutable but not transferable as land, labor, or fixed capital.

Schultz and Becker\[[@ref6]\] probably were among the few contributors who studied the role of human capital in the development of Nation. Schultz,\[[@ref7]\] an American economist, who was the 1979 winner (jointly with William Arthur Lewis) of the Nobel Memorial Prize in Economic Sciences, has given considerable importance to human capital investment. He held that dividends of human capital investment were equivalent to the investment in education. Bontis *et al*.\[[@ref8]\] defined human capital as a human factor in the organization and the combined intelligence, skills, and expertise that gives the organization its distinctive character. These are human elements of the organization which are capable of learning, changing, innovating, and providing the creative thrust.

Human capital management (HCM) is an old discipline frequently specialized and referred to by the financial and investment analysts as well as the accountants and HR professionals. HCM is concerned with obtaining, analyzing, and reporting on data and the direction of value-adding people management at the corporate level and at the level of front-line management.\[[@ref9]\] HCM is a system approach to people management and refers to the discipline of acquiring, retaining, measuring, managing, and leveraging the workforce. It can aptly be stated that HCM treats employees as an asset rather than overhead.

HUMAN DEVELOPMENT INDEX {#sec1-1}
=======================

The statistical indicator of estimating human development in each nation is Human Development Index (HDI). It is the combination of "life expectancy index," "education index," and "income index." The life expectancy index corresponds with the standard of health of the population in the country; education index refers to educational standard and the literacy ratio of the population, and the income index reveals the standard of living of the population. The growth in all these sectors results in increase of HDI.

HDI clearly indicates that higher the human capital formation due to good standard of health and education, higher is the per capita income of the nation. Human capital is the backbone of human development and economic development in every nation. HDI has been defined at the macrolevel to be having three main capacities,\[[@ref10]\] namely, capacity to develop talent, capacity to deploy talent, and capacity to draw talent from elsewhere. These three capacities form the backbone of any country\'s human capital competitiveness. Probably, there is a strong association between nurturing human capital and performance enhancement.\[[@ref11]\]

FACETS OF HUMAN CAPITAL MANAGEMENT KNOWLEDGE MANAGEMENT {#sec1-2}
=======================================================

Let us look at the dimensions of Human Capital Management (HCM).

Knowledge management, one of its key dimensions, has recently acquired significance in view of transformational learning and technological upsurge in people management. Knowledge management enhances the organizational productivity and also brings about innovative and creative ideas through collective wisdom.\[[@ref12]\] Knowledge management is a bridge between organizational skill requirement and selection of people with expertise.

[Figure 1](#F1){ref-type="fig"} shows economic capital, human capital, social capital, and positive psychological capital\[[@ref13]\] applied to the workplace. This "flow" represents the good fit between personal and organizational goal alignments. It is indicative of the fact that chronological capital lies beyond human and social capitals.

![Adapted from Expanding capital for competitive advantage. Business horizons 47/1 January--February 2004 (45--50)](IPJ-24-115-g001){#F1}

Intangible assets such as competencies and intellectual capital are the important aspects of the companies/organizations, besides financial investments. Bill Gates had rightly commented that the most important assets in his company walk out the door every night. In simpler words, he recognizes that the collective knowledge, skills, and abilities of his employees represent a distinctive competency that has created value and set Microsoft apart from its competitors. Researchers have also\[[@ref14]\] found the significant positive impact of these abilities on performance outcomes.

SOCIOECONOMIC MOBILITY {#sec1-3}
======================

Socioeconomic mobility is one of the factors that constrain human capital development. Mobility has two-way relationship. Human capital having upward movement may facilitate vertical and horizontal growth and lack of mobility, can be counterproductive. Because of the ample opportunities available for growth, socioeconomic expansion is more than a predictable outcome. It becomes necessary from HCM perspective to attract, fascinate, and retain highly capable employees.\[[@ref15]\]

Developing positive psychological capital {#sec2-1}
-----------------------------------------

Positive psychological capital is drawn heavily from positive psychology. Any reference or mention of positive psychology is incomplete without mentioning the work of Martin Seligman. Martin Seligman in his book on authentic happiness\[[@ref16]\] has suggested that "when we are engaged (absorbed in flow), perhaps we are investing, building psychological capital for our future." There are four positive psychological capabilities highlighted by Seligman namely, confidence, hope, optimism, and resilience.

Confidence {#sec2-2}
----------

Stajkovic and Luthans\[[@ref17]\] define confidence (or self-efficacy) as the "individual\'s conviction about his or her abilities to mobilize the motivation, cognitive resources, and courses of action needed to successfully execute a specific task within a given context." It seems to incorporate cognitive, affective (motivation), and conative aspect of behavior. In fact, confidence is referred as a positive psychological capital capacity and work performance is affected by it.

Hope {#sec2-3}
----

Hope is a positive emotional state. It is also referred as "way power." There is considerable evidence that it enhances performance across various domains. Researchers have found positive impact on work performance also.\[[@ref18]\]

Optimism {#sec2-4}
--------

Positive psychology has contributed toward understanding of organizational behavior and role of traits in work performance. Apart from conscientiousness, one of the positive traits, optimism, is perhaps more closely associated with overall positive psychology than the other constructs.\[[@ref19]\] Positive organizational behavior (POB) is the applied aspect of positive traits at workplace.\[[@ref20]\] POB-oriented studies mostly address individual traits such as conscientiousness and trait-like states such as optimism, self-efficacy, and resilience and their outcomes, or organizational practices such as strong organizational cultures and human resource practices.\[[@ref21]\]

Resilience {#sec2-5}
----------

Resilience is defined as capacity to "bounce back" from adversity. It has significant implications for promoting competence and human capital in individuals and society.\[[@ref22]\] Primarily resilience is considered as initial attribute required to withstand stress and spring back with bigger force during adversity. This very fact makes it much more important in HCM because it can contribute to positive psychological capital and thereby affecting the positive outcomes of the organization.\[[@ref23][@ref24]\]

It is worth mentioning here that the positive psychological capacities described above are dynamic and they have trainable aspects. The development program based on Bandura\'s work, emphasizes that employees can vicariously learn by observing and modeling relevant others, who are subjected to training by reinforcement.\[[@ref25]\] In the similar manner program can be designed for developing these competencies and thereby influencing HCM.

INDIAN PERSPECTIVE {#sec1-4}
==================

The strategies of focus on empowerment and emphasis on innovative challenges and ideas are practiced by Indian leaders. In India, rate of human capital formation has consistently increased after Independence due to qualitative improvement in each generation. In the second decade of the 21^st^ century, the third generation of India\'s population is active in the workforce of India. The rapid growth of Indian economy in response to improvement in the service sector is an evidence of cumulative growth of human capital in India. The human capital has developed in the service sector namely financial services and software services.\[[@ref26]\]

One factor that accounts for India\'s low human capital performance is education. Nearly half of India\'s 28 million tertiary students are pursuing degrees in the social sciences, business, and law. Nearly 20% are in engineering, manufacturing, and construction, and roughly 15% are in sciences. Humanities, education, agriculture, services, and health and welfare each account for 5% or less. It can be concluded that innovative and creative ideas contribute toward organizational productivity.\[[@ref27]\]

CONCLUSION {#sec1-5}
==========

The human capital investment is directly proportional to the outcome of performance of the organizations. Social and emotional competencies form an integral aspect of this development. There is enough evidence that human capital interacts dynamically to maximize the organizational productive returns in terms of desirable outcomes. Hence, due emphasis should be placed to nurture positive psychological capital within the organizations.
